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1. A VARIETY OF CONSIDERATIONS LED TO THE EMBASSY POSITION OUT- 
LINED IN NEW DELHI 9108. WITHOUT ATTEMPTING TO LIST THEM IN ORDER 
OF PRIORITY THESE CONSIDERATIONS ARE: 

A. IN GENERAL, USG CEASED IN 1971 TO EXERCISE A BANKING FUNC- 
TION IN INDIA. WE DO NOT BELIEVE IT IS APPROPRIATE, EXCEPT UNDER 

THE MOST UNUSUAL CIRCUMSTANCES, FOR US TO RESUME THIS ROLE WHICH 
DOES NOT FIT IN WITH THE OVERALL US-INDIAN RELATIONSHIP. 

B. INFORMAL DISCUSSIONS WITH THE GOI INDICATED THAT THE GOI 

DOES NOT WISH US TO RESUME ISSUING LOANS UNDER ANY CIRCUMSTANCES 
AND SPECIFICALLY DOES NOT WISH US TO MAKE RUPEE LOANS TO HINDALCO. 
THE GOI WOULD BE QUITE CORRECT IN STATING THAT THERE ARE ADEQUATE 
FINANCIAL INSTITUTIONS, INCLUDING FOREIGN BANKS, WHO HAVE THE FI 
NANCIAL CAPABILITY TO MAKE LOANS TO HINDALCO. A USG LOAN WOULD 
CONSTITUTE UNNECESSARY COMPETITION WITH THESE INSTITUTIONS. THE 
GOI'S DECISION ON IULY 15 TO PEF.MTT ALUMINUM PRICE INCREASES MAY 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 NEW DE 09684 181240Z 

EASE HINDALCO'S POSITION AND FACILITATE COMMERCIAL BORROWING FROM 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


LOCAL SOURCES. 

C. USG ALREADY HAS A LARGE FINANCIAL EXPOSURE WITH RESPECT TO 
THE BIRLA GROUP. FURTHER EXPOSURE NEITHER APPEARS NECESSARY NOR 
DESIRABLE. 

D. UNDER PRESENT CIRCUMSTANCES, UNTIL A VARIETY OF US-INDIAN 
PROBLEMS ARE SORTED OUT, A USG LOAN, EVEN TO THE PRIVATE INDIAN 
SECTOR. COULD BE INTERPRETED TO BE MUCH MORE POLITICALLY SIGNI- 
FICANT THAN IT WOULD BE. WE WOULD PREFER TO SEE INDO-US RE- 
LATIONS DEVELOP FURTHER BEFORE WE REVIEW THE QUESTION OF RESUMP- 
TION OF LOAN ACTIVITIES. 

2. FINALLY, WE APPRECIATE THAT THE HINDALCO PROJECT HAS POTEN- 
TIAL EXPORT SIGNIFICANCE. HOWEVER, WE DOUBT THAT USG FAILURE TO 
PROVIDE RUPEE FINANCING WILL BE CRUCIAL IN THIS EXPORT SALE. 
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